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1. DCM CALLED ON TURKISH AMBASSADOR RAHMI GUMRUKCUOGLU 
JANUARY 7 TO OBTAIN COPY OP NEW TURKISH DECREE INCREASING 
TRANSIT PEES POR TRUCKS MOVING GOODS ACROSS TURKEY TO DESTINA- 
TIONS SUCH AS IRAN OR VICE VERSA. DCM TOOK THE OCCASION TO 
ELICIT BACKGROUND ON THIS STEP, WHICH BEING CHARACTERIZED IN 
LOCAL PRESS AS A "SHOCK" AND CAUSE POR SUSPENSION OP IRANIAN 
CREDIT TO TURDEY AGREED UPON LAST OCTOBER( ANKARA 7916). 

2. TURKISH AMBASSADOR, WHO WAS FOREIGN OPPICE TRANSIT EXPERT 
BEFORE ASSIGNMENT TO TEHRAN AND WHO PARTICIPATED IN TURK/IRAN 
NEGOTIATIONS LEADING TO THE OCTOBER AID AGREEMENT, SAID THAT 
HE PRANKLY DEPLORED THE WAY HIS GOVERNMENT HAD HANDLED THE 
MATTER ALTHOUGH HE AGREED WITH THE SUBSTANCE OP THE 
DECREE. HE REVIEWED AT SOME LENGTH THE DETAILS OP THE 

AID NEGOTIATION, POINTING OUT THAT $60 MILLION OUT OP 
THE OVERALL CREDIT OP $1.2 BILLION WAS EARMARKED POR 
CONSTRUCTION AND EQUIPMENT WHICH WOULD IMPROVE TURKEY'S 
CONEIDENTIAL 

CONEIDENTIAL 

PAGE 02 TEHRAN 00187 081339Z 

TRANSPORTATION PACILITIES FOR IRAN'S BENEFIT. THE CREDIT 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 04 MAY 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 


DID NOT PROVIDE, HOWEVER, FOR THE MAINTENANCE OF REPAIR 
OF TRANSPORTATION FACILITIES CURRENTLY BEING USED FOR 
TRANSIT PURPOSES TO IRAN. AT THE TIME OF THE NEGOTIATION 
IT WAS NOTED THAT MAINTENANCE COSTS WERE A HEAVY BURDEN 
ON THE TURKISH BUDGET AND THAT TURKEY WOULD HAVE TO FIND 
SOME MEANS OF FINANCING THESE COSTS, PROBABLY THROUGH AN 
INCREASE IN TRANSIT FEES. HE SAID THAT IRAN SEEMED TO 
UNDERSTAND THIS PROBLEM, BUT IT WAS AT THE INSISTENCE OF 
IRANIAN MINISTER OF ECONOMIC AFFAIRS AND FINANCE ANSARY, 

WHO WAS THE CHIEF IRANIAN NEGOTIATOR, THAT A CLAUSE BE 
ADDED TO THE AID AGREEMENT SPECIFYING THAT ITS IMPLEMEN- 
TATION WAS CONTINGENT ON THE TWO COUNTRIES REACHING A 
TRANSIT AGREEMENT. ACCORDINGLY, WHILE HE NATURALLY HAD 
TO DEFEND HIS GOVERNMENT'S ACTIONS IN THIS MATTER, HE 
COULD UNDERSTAND IRAN'S OUTRAGE AT THE TURKISH GOVERNMENT'S 
DECISION TO INCREASE TRANSIT FEES UNILATERALLY AND PRIOR 
TO NEGOTIATIONS WITH IRAN ON THE MATTER. 

3. AS TO THE SUBSTANCE OF THE GOT DECREE, GUMRUKCUOGLU 
DEFENDED IT IN SOME DETAIL, POINTING OUT THAT IN PART 
BECAUSE OF OPEC OIL PRICE INCREASES THE COSTS OF ASPHALT 
AND OTHER MATERIAL AND LABOR HAD INCREASED ENORMOUSLY. 
FURTHER, HE SAID, TURKEY SUBSIDIZES THE COST OF FUEL IN 
TURKEY FOR INTERNAL POLITICAL/ECONOMIC REASONS BUT SEES 
NO REASON TO PERMIT FOREIGN TRUCKERS TO BENEFIT FROM 
THIS SUBSIDY. THUS, THE GOT DECREE PROVIDES FOR A FUEL 

TAX WHICH WILL INCREASE THE PRICE OF FUEL TO FOREIGN 
TRUCKERS TO ITS IMPORT COST LEVEL. HE SAID THAT TURKEY 
DID NOT QUESTION OPEC OIL PRICE INCREASES AND BELIEVED, 
ANALOGOUSLY, THAT IRAN OUGHT TO UNDERSTAND AN INCREASE 
IN THE PRICE OF A SERVICE THAT TURKEY WAS PROVIDING FOR 
IRAN. 

4. AS TO THE DANGER THAT THE AID AGREEMENT MAY NOT BE 
IMPLEMENTED, GUMRUKCUOGLU SAID THAT IN FACT NOT ONE DIME 
HAD YET BEEN DISBURSED. HE HAD NEGOTIATED WITH SOME 
DIFFICULTY PAYMENT OF $41 MILLION FOR FERRIES THAT 
TURKEY HAD BUILT FOR THE MOVEMENT OF GOODS ACROSS THE 
MARMARA AND LAKE VAN WHICH HAD BEEN SIGNED BY ANSARY 
BUT WHICH STILL REQUIRED PARLIAMENTARY APPROVAL. HE 
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ACKNOWLEDGED THAT, AS A CONSEQUENCE OF THE GOT'S DECREE, 

THIS APPROVAL MAY NOT BE FORTHCOMING NOR MAY ANY OTHER 
SUM FORESEEN UNDER THE AID AGREEMENT. HE SAID THAT 
"THIS WOULD BE TOO BAD" BUT SEEMED TO FEEL THAT SINCE 
ALL OF THE PROJECTS THAT WERE TO BE CARRIED OUT WITH 
IRANIAN AID WOULD BE FOR IRAN'S BENEFIT, IRAN WOULD 
STAND TO LOSE AS MUCH OR MORE THAN TURKEY. TURKEY HAD 
NOW OFFERED TO NEGOTIATE A TRANSIT FEES AGREEMENT AND 
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AS FAR AS HE WAS CONCERNED, THE BALL WAS IN THE IRANIAN 
COURT. IN RESPONSE TO A QUESTION ABOUT WHETHER THIS 
DEVELOPMENT MIGHT INELUENCE OTHER ASPECTS OE TURKISH/ 
IRANIAN RELATIONS, GUMRUKCUOGLU SAID "IT CAN'T HELP." 

5. IRANIAN MPA DIRECTOR GENERAL POR ECONOMIC APFAIRS 
BATMANGELIDJ CONFIRMED TO THE DCM THE GOI'S UNHAPPINESS 
OVER THE TURKISH GOVERNMENT'S ACTION BUT SAID THAT 
IRAN COULD NOT OBJECT TO A MATTER THAT WAS WITHIN THE 
GOT'S COMPETENCE TO DECIDE. HE WENT ON TO SAY, WITHOUT 
MUCH CONVICTION, THAT WE WILL JUST HAVE TO LOOK POR 
ALTERNATIVE ROUTES. PINALLY, HE COMMENTED THAT THIS 
ACTION "COULD NOT HELP BUT HAVE AN ADVERSE EPPECT" ON 
IMPLEMENTATION OF THE OCTOBER AID AGREEMENT. 

6. COMMENT: IN ONE SENSE GOI MAY BE RELIEVED AT AN 
EXCUSE TO POSTPONE FULFILLMENT OP ITS AID COMMITMENT TO 
TURKEY IN VIEW OP THE TIGHT CASH PLOW PROBLEMS IT NOW 
PACES BECAUSE OP REDUCED OIL REVENUE. THE CENTRAL BANK 
INPORMED AN EMBASSY OFPICER THAT REDUCED OR NO DISBURSE- 
MENTS UNDER THE IRANIAN AID AGREEMENT TO TURKEY MAY CUT 
ITS BALANCE OP PAYMENTS DEPICIT THIS YEAR FROM 

AN ESTIMATED $3.5 BILLION TO $3 BILLION. 
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